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KPMG LLP

Suite 1900

440 Monticello Avenue
Norfolk, VA 23510

Independent Auditors’ Report

The Members
School Board of the City of Norfolk, Virginia:

Report on the Financial Statement

We have audited the accompanying statement of cash receipts, disbursements, and balances of the Activity
Funds of the School Board of the City of Norfolk, Virginia (the Activity Funds) for the year ended June 30,
2014, and the related notes to the financial statement.

Management’s Responsibility for the Financial Statement

Management is responsible for the preparation and fair presentation of this financial statement in
accordance with the cash basis of accounting described in note 1(b); this includes determining that the cash
basis of accounting is an acceptable basis for the preparation of the financial statement in the
circumstances. Management is also responsible for the design, implementation, and maintenance of
internal control relevant to the preparation and fair presentation of the financial statement that is free from
material misstatement, whether due to fraud or error.

Auditors’ Responsibility

Our responsibility is to express an opinion on the financial statement based on our audit. We conducted our
audit in accordance with auditing standards generally accepted in the United States of America. Those
standards require that we plan and perform the audit to obtain reasonable assurance about whether the
financial statement is free from material misstatement.

An audit involves performing procedures to obtain audit evidence about the amounts and disclosures in the
financial statement. The procedures selected depend on the auditors’ judgment, including the assessment of
the risks of material misstatement of the financial statement, whether due to fraud or error. In making those
risk assessments, the auditor considers internal control relevant to the entity’s preparation and fair
presentation of the financial statement in order to design audit procedures that are appropriate in the
circumstances, but not for the purpose of expressing an opinion on the effectiveness of the entity’s internal
control. Accordingly, we express no such opinion. An audit also includes evaluating the appropriateness of
accounting policies used and the reasonableness of significant accounting estimates made by management,
as well as evaluating the overall presentation of the financial statement.

We believe that the audit evidence we have obtained is sufficient and appropriate to provide a basis for our
audit opinion.

Opinion

In our opinion, the financial statement referred to above presents fairly, in all material respects, the cash
receipts, disbursements, and balances of the Activity Funds of the School Board of the City of Norfolk,
Virginia for the year ended June 30, 2014, in accordance with the cash basis of accounting described in
note 1(b).

KPMG LLP 1s a Delaware limited liability partnership,
the U S member firm of KPMG International Cooperative
{“KPMG International”}, a Swiss entity
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Basis of Accounting

We draw attention to note 1(b) to the financial statement, which describes the basis of accounting. The
financial statement is prepared on the cash basis of accounting, which is a basis of accounting other than
U.S. generally accepted accounting principles. Our opinion is not modified with respect to this matter.

KPMe LIP

Norfolk, Virginia
January 20, 2015
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ACTIVITY FUNDS OF THE
SCHOOL BOARD OF THE CITY OF NORFOLK, VIRGINIA

Notes to Statement of Cash Receipts, Disbursements, and Balances

Year ended June 30, 2014

Summary of Significant Accounting Policies

The Activity Funds of the School Board of the City of Norfolk, Virginia (the Activity Funds) are an agency
fund of the School Board of the City of Norfolk, Virginia, which is a component unit of the City of
Norfolk, Virginia. A summary of the significant accounting policies is as follows:

(a) Basis of Presentation — Fund Accounting

The accounts of each school are organized on the basis of funds, each of which is considered a
separate accounting entity. No schools were opened or closed during the year ended June 30, 2014.

(b)  Basis of Accounting

The accompanying statement of cash receipts, disbursements, and balances of the Activity Funds has
been prepared on the cash basis of accounting, whereby cash receipts are recorded when received
and cash disbursements are recorded when paid. Consequently, the statement of cash receipts,
disbursements, and balances is not intended to present the financial position or the results of
operations of the Activity Funds in conformity with U.S. generally accepted accounting principles.

Cash

Cash consists primarily of interest-bearing checking accounts. The bank balance may differ from the
carrying value because of reconciling items such as outstanding checks and deposits in transit. The entire
bank balance was covered by federal depository insurance or collateralized in accordance with provisions
of the Virginia Security for Public Deposits Act (the Act). The Act requires financial institutions holding
public deposits in excess of amounts covered by federal insurance to pledge collateral to a multiple
financial institution collateral pool in the name of the State Treasury Board. Banks must pledge collateral
in the amount of 50% of excess deposits, while savings and loans are required to collateralize 100% of
excess deposits. The State Treasury Board is responsible for monitoring compliance with the
collateralization and reporting requirements of the Act and for notifying local governments of compliance
by banks and savings and loans. Accordingly, all deposits in banks are considered to be insured.

Related-Party Transactions

During the year ended June 30, 2014, the Activity Funds made payments of approximately $792,231 to the
School Board of the City of Norfolk, Virginia, for various goods and services, a significant portion of
which relates to the use of school buses for field trips and athletic events. Also included are certain goods
and services used by the Activity Funds, such as supplies and services for athletic teams and events, which
are purchased through the central purchasing function of the School Board of the City of Norfolk, Virginia,
and reimbursed by the Activity Funds through specific accounts on a monthly basis.




